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THE FINANCIAL SITUATION IN IOWA SCHOOLS 



WILLIAM F. RUSSELL 
University of Iowa 



The data here reported are taken from A Survey of Iowa School 
Finance, 1920-21, by William F. Russell and E. E. Lindsay, which 
is a continuation of a study 1 published last year. More accurate 
methods of collecting data have been employed, however, and 
about ten times as many cities are included in the later survey. 

Mills levied locally for school purposes. — State and county aid to 
schools represents only a small portion of the costs of schools in 
Iowa. The great share of school support is borne by the local 
district. The mills levied in 1920-21 for school purposes are 
shown in Table I. 

TABLE I 
School Mill Levies in 608 Iowa Cities, 1920-21 



Population 

Under 500 

Soo-999 

1,000-1,999 

2,000-4,999 

5,000-9,999 

Over 10,000 



Number of 
Cities 



314 
162 

53 
Si 
IS 
13 



Maximum 



I3I-6 
162.0 

172.5 
194.0 
126.0 
115. o 



Q-3 



59-8 
80.7 
78.4 
97.2 
112. 3 
103.2 



Median 



47 
6S 
7S 
82 

84 

75 



Q-i 



37o 
52-3 
651 
71.9 
68.1 
65.1 



Minimum 



II 
42 
19 
S3 
S3 



Conditions of taxation. — The mill levies cited in Table I would 
seem extraordinarily high to a citizen of a state where assessed 
valuations of property correspond to the selling values. A number 
of years ago a law was enacted in Iowa requiring assessors to list 
taxable property at its full value, but taxes are levied upon only 
one-fourth this listed value. Even this plan of assessment has 
failed to prevent wide variation between assessed and selling values. 

In order to determine the true relation between assessed and 
selling values of property in Iowa, county recorders were asked to 

1 W. F. Russell, "School Finance in Iowa Cities," University of Iowa Extension 
Bulletin, No. 69 (August 1, 1920). 
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furnish information regarding all pieces of property transferred 
since 1919, the consideration named being reasonable, not fictitious. 
Separately, the assessed valuations for these same pieces of property 
were secured from the county auditors, neither the auditor nor 
recorder knowing the purpose of the inquiry. We thus secured 
information concerning 1,591 pieces of property, representing a 
total selling value of $5,592,486.80. The total assessed valuation 
of these properties, which is four times the valuation on which 
taxes are levied, was found to be $2,476,614.00. That is, the 
assessed valuation of taxable realty in Iowa is 44.2 per cent of its 
sale value, while the levy is actually made upon only 11.05 P er 
cent of the real or market value of such property. Thus the mill 
levies noted in Table I should be multiplied by 0.1105 to make 
them comparable with those in a state where like property is 
assessed at the actual selling value. 

By grouping and classifying these pieces of property on various 
bases, it was found that there is no relation between size of city 
and ratio of assessed to selling values, that properties selling at 
from $4,000 to $10,000 bear relatively the smallest tax burden, and 
that there is wide variation in the selling value of different pieces 
of property assessed at the same figure, the interquartile range of 
the selling amounts being in general more than 100 per cent of a 
given assessment value. Thus of seventy-two pieces of property 
assessed at $2,000, three-fourths of them sold at $3,500 or more, 
while one-fourth sold at $5,700 or more, the interquartile range 
being $2,200, more than 100 per cent of the amount at which the 
property was assessed. This indicates a very wide variation in the 
basis of assessment, the surest source of trouble in taxation. 

Moneys and credits, assessed at 100 per cent, and bank stock, 
assessed at 80 per cent, all of which is taxed at 0.5 per cent, form 
a considerable share of the taxable wealth of Iowa. A study of 
the amounts reported by different cities clears up one reason for 
the wide variation in mill levies. When the total amount of moneys 
and credits reported by each city is reduced to a per capita basis 
for the cities reporting, variations of from $0.75 to $2,809.25 per 
inhabitant are found. 



JQ2I] 



THE FINANCIAL SITUATION IN IOWA SCHOOLS 



191 



Relation of school expenditures to number of pupils and ability of 
communities to pay. — For nearly six hundred cities, the "index of 
opportunity" has been calculated. This index is determined by 
the amount of money expended for elementary and high-school 
education per pupil, and the amount expended per $1,000 of real 
wealth. To determine the meaning of "pupil" for these calcula- 
tions, the number of tuition pupils was subtracted from a figure 
halfway between the total enrolment and the average daily attend- 
ance. The "real wealth" of the city was estimated by dividing 
the taxable value (one-fourth of the assessed valuation) of real and 
personal property by 0.1105 and adding to this figure the amount 
of moneys and credits. The cost of education per pupil was found 
to vary for these cities from $190.68 to $22.72; the expenditure 
per thousand dollars of real wealth varied from $16.88 to $1.95; 
and the index of opportunity varied from 3.02 to 0.41. For illus- 
tration, if Osage were to tax itself as heavily as Melcher, it would 
raise nearly four times as much money per pupil. 

TABLE II 

Percentage of Local Funds Devoted to School Purposes in 611 Iowa Cities, 

1920-21 



Population 

Under 500 

Soo-999 

1,000-1,999 

2,000-4,999 

5,000-9,999 

Over 10,000 



Maximum 


Q-3 


Median 


Q-i 


94.8 


75-5 


66.4 


55 -7 


87.2 


72-5 


62.4 


54-7 


89.2 


71. 1 


63S 


55-9 


86.1 


67.8 


60.1 


55-6 


75-° 


68.8 


62.7 


58.5 


7i-3 


66.4 


59-4 


54-4 



Minimum 



13- 1 
19.4 
42.1 
463 

55-2 
5i-8 



Relation of school to other municipal expenditures. — The relation 
of school expenditures to other municipal expenditures was calcu- 
lated for 611 cities. In each case the basis of comparison was the 
local levy for school purposes and the levy for other municipal 
purposes. This was used because of the difficulty of securing data 
concerning actual expenditures and the variation in the limits of 
the school and corporate territory. The variations in the per- 
centage of the city's total expenditures devoted to school purposes 
are shown in Table II. 
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Compared with the data for last year, the percentage of local 
funds devoted to school purposes has increased, except in the case 
of the lower half of the larger cities. 

Distribution of expenditures within the system. — In order to 
determine the tendency with respect to the distribution of funds 
among the different functions of expense within the school system 
itself, data were gathered from 133 small school systems regarding 
the budget from January 1, 1920, to December 31, 1920. Regard- 
ing the consolidated schools as a separate group, the remaining 
systems represented were then classified on the basis of the size of 
the budget. The median percentage of the funds devoted to each 
item of expense is shown for the several groups in Table III. 

TABLE III 

Distribution of School Expenditures in 133 Iowa School Systems from 
January i, 1920, to December 21, 1920 



Item 



47 Consolidated 
Schools 



36 Cities — 

Budget less than 

$20,000 



37 Cities — 

Budget $20,000 

to $50,900 



13 Cities — 

Budget $60,000 

and Over 



Administration... 

Teaching 

Operation 

Maintenance. . . . 
Auxiliary agencies 
Transportation.. . 
Fixed charges .... 
Debt service 



9.9 
40.1 
11. 1 

i-3 

0.7 

2I-S 
O.S 

11. 9 



iS-i 

56-3 

15-5 

i-3 

i-4 



9-4 
637 
14-3 

1-4 
0.6 



4-8 
64.8 
16.6 

3-2 

0.4 



0.6 
4-9 



0.8 
7-4 



1.1 
7-8 



Changes in school-building cost. — A study of the cost of 124 
school buildings erected in Iowa since 1910 reveals the fact that the 
cost advanced gradually from 1910 to 1916, advanced sharply from 
1916 to 1920, falling off in 192 1 to approximately the 1918 level. 

Need for further study. — The findings of this survey are of some 
value to the school patrons and administrators of Iowa. There is 
a certain profit gained by the knowledge of the standing of one's 
own system of schools as compared with many others of the same 
type as to mill levy, cost per pupil, expenditure in relation to real 
wealth, percentage of total municipal expenditure, distribution of 
the budget, and the like. It is worth while to compare the policies 
of the various tax officials in the state and to note the variations 
in practice and their effect. In this way local variations will be 
justified or eliminated, as may seem wise. 
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But a study of this sort raises more questions than it answers. 
There are many aspects of the problem of school finance concerning 
which more definite and more detailed statistics are needed. These 
may be classified under several heads: 

1. Taxation: We should like to know definitely the practices 
of other states — how they assess property; how great their taxes 
are; the proportion of funds derived from state, county, and local 
sources; what other types of taxes besides property taxes are 
collected; the most successful methods of securing school revenue. 

2. Comparative statistics: We feel that we know the Iowa 
situation fairly well. But to what degree are we sure that the 
whole practice of our state is proper? Is the average annual 
expenditure of $80 to $90 for all elementary and high-school pupils 
too small or too great? Is the average burden of from $7 to $9 
per $1,000 of estimated actual wealth too little or too great ? Is it 
right that our cities should expend 60-65 P er cent of all municipal 
revenue for schools? Does the fact that almost no paving is 
included in Iowa municipal budgets, being paid directly by abutting 
property-owners, constitute an error in comparing these data with 
other states? Do our schools in distributing their expenditures 
among the major items of the budget make wise provision for each 
item ? Should a consolidated school pay more than half as much 
for transportation as it does for teaching ? Is education of a given 
sort more expensive on the plains of Montana than on the farms 
of Iowa, or less expensive in a mining camp than in a great city ? 

3. Accounting: We need a complete reorganization of our 
school accounting systems. An excellent plan was worked out 
some years ago, but in applying it to the Iowa situation, it was 
found impracticable. Our state law requires separate accounting 
of certain funds and special reports to the State Department of 
Public Instruction; Smith-Hughes funds must be separately admin- 
istered, etc. We need special forms for the smaller schools, espe- 
cially the consolidated and small-town schools. Until these are 
worked out in a uniform fashion, capable of being adapted to the 
legal requirements of every state in the Union, it will be difficult to 
secure uniform data. 

With information of this sort at hand, we shall be more certain 
of the validity of comparative studies. 



